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KEY ECONOMIC INDICATORS: PARAGUAY 


Exchange rate as of May 1, 1972 
U.S. $1.00 = 126 guaranies 


All values in million U.S. $ 
unless otherwise stated 


1969 1970 1971 % Change 
A B C Cc 
B 

Income, Production ¥ 
GNP at current prices 562.9 594.6 660.9 est) 12.5 
GNP at constant 1967 prices 538.1 471.0 596.7(est) 4.5 
Per capita GNP, current prices 22h.4 249.9 272.6(est) 9.1 
Investment as % GNP 14.1 13.2 13.5(est) 2.3 
Indices: end of period 

Agricultural Production (1967=100) 104.4 109.1 111.5 2.2 

Industrial Production ( " "™ ) 111.3 119.6 129.2 8.0 
Production (metric tons) 

Soybeans 22,000 40,000 74,000 85.0 

Cotton 40,530 37,230 16,700 -55.1 

Tobacco 24,000 18,000 19,000 5.6 

Sugar 42, 300 48,400 56,520 16.8 

Cement 36,500 62,900 81, 300 29.3 
Frozen Meat 1,928 9,940 12,420 24.9 
Electric Power Consumption_/ 

(000's kwh) 103,700 124, 800 139,500 11.8 
Money and Prices 
Money Supply 5353 62.4 68.2 9.3 
Time Deposits 39.3 45.8 54.8 19.7 
Bank Credit 

a. To Private Sector 113.2 129.9 143.5 10.5 

b. To Public Sector 37.0 38.9 43.0 10.5 
External Debt Service (% of exports) 23.9 22.2 24.7 3343 
Indices: end of period 

Consumer Price (1964=100) 111.5 110.5 116.0 5.0 

Wholesale Price ( " " ) 110.6 106.2 119.9 12.9 


Balance of Payments and Trade 
Gross Foreign Reserves 10. 16. Sie 15.8 


3 1.2 
Balance of Payments -3.1 5.4 3.5 
Balance of Trade -19.4 0.3 =5.1 
Exports, (FOB) 51.0 64.1 64.2 7 
U.S. Share 10.5(20.6%) 9.1(14.2%) 10.4(16%) 14.3 
Imports, (FoB)2/ 70.4 63.8 70.3 10.2 
U.S. Share 18.6( 26.4%) 14.9(23.4%) 17.9(25.5%) 20.1 
1/ 


— Government-owned power company (ANDE) only. 2/Tncludes in-transit imports. In 
1971 these are estimated at $3 million from the U.S. and $2.8 million from the U.K. 


Main Imports from U.S.-1971: Cigarettes, 991 m.t., $3.3 million; Wheat, 35,190 m.t., 
$3 million; Motorvehicles, $1.1 million; Iron pipes, 543 m.t., $0.7 million; Chemical 
and Pharmaceutical products, 423 m.t., $0.7 million; Tractors, $0.5 million; Motor 
oil and lubricants, 2,664 m.t., $0.5 million. 


SUMMARY. Except for those engaged in cattle production and meat packing, 
1971 was a slow year for most Paraguayan industries and commercial firms. 
The 4.5 percent expansion of GNP was down from the 1970 estimated growth 
rate of 6.1 percent. Imports increased more rapidly than exports in 1971 
leaving a merchandise deficit of $5.1 million, but drawings on official 
development loans were more than sufficient to finance~this and other deficit 
itema in the current account. As a result the Central Bank, aided by a 
further IMF allotment of SDR's totalling $2 million, was able to increase 
gross foreign reserves by about $3.5 million. The revenue performance. of 
the central government failed to live up to expectations and although expen- 
ditures were held in check, the Central Bank was forced to make larger 
advances to the Treasury than usual. The National Development Bank was also 
forced to rely on Central Bank credit to maintain its loan programs to 
agricultural and industrial sectors. 


Internal monetary and credit expansion added to increased costs of imports 
and a sharp rise in domestic meat prices pushed the consumer price index 
up 6 percent, considerably above the rate of increase of recent years. 
There are no indications, however, that the government intends to permit 
unchecked inflation, even if the country's ambitious development program 
must be cut back to prevent it. Nevertheless, steady progress was made in 
expanding the country's electric power, telecommunications and sanitary 
facilities. 


During the first quarter of 1972 some existing taxes were raised in an effort 
to bring the budget deficit under control. Little progress was made in 
restructuring the tax system which as presently constituted places what the 
business community considers a disproportionate burden on production activities. 
The promotion of exports, however, is being given increased emphasis and some 
administrative measures were taken during the year to encourage the production 
and sale of exportable surpluses. 


Present indications are that 1972 will show some recovery in the economy as 
additional projects in the public sector get underway. There should be an 
increasing demand for imported agricultural machinery and equipment related to 
the hydroelectric power programs. The Paraguayan government continues to 
encourage foreign investment in both agricultural and light industries and 
offers equal incentives to domestic and foreign éntrepreneurs. 








CURRENT ECONOMIC SITUATION AND TRENDS 


Growth Rate Down 


During 1971 the Paraguayan economy continued to expand but at a slower rate 
than in the previous year. Preliminary national accounts estimates indicate 
a growth in real GNP of 4.5 percent, as compared with the 6.1 percent growth 
rate achieved in 1971. Agricultural output, hindered by unfavorable weather 
conditions, was up an estimated 2.2 percent. Growth in the livestock sector 
was estimated at only 1.5 percent, while forestry production was stagnant. 
The manufacturing and construction industries, which account for about one 
fifth of GNP, were the most dynamic sectors, registering growth rates of 8 
percent and 17 percent respectively. 


Crops and Livestock - Continued Emphasis on Development 


Intensive and prolonged rains during the latter part of 1970 had an adverse 
effect on two of the major cash crops, cotton and tobacco. The cotton crop 
was down 52 percent, from 50,000 metric tons in 1970 to 19,000 metric tons 

in 1971. The drop was reflected in a sharp decline in cotton exports. The 
tobacco crop, although at about the level of the previous year, suffered from 
excessive moisture during harvesting and curing. Basic food crops such as 
sweet potatoes and mandioca showed no significant changes during the year. 
Wheat production, at 46,000 metric tons, failed to increase over 1970 and 
current indications are that this crop is likely to stabilize at around 
50,000 tons for the foreseeable future. Corn production was also down slightly 
in 1971 and drought conditions experienced this year indicate that the 1972 
crop may be off another 20 percent to 30 percent. 


Soybeans presented a bright spot in the agricultural picture with production 

up from 40,000 to 74,000 tons and expected to reach 100,000 tons in 1972, 
leaving a surplus this year of perhaps 40,000 tons for export. Sugar will 

enter the list of export crops for the first time this year as a result of 

the granting by the U.S. of a 7,000 ton quota to Paraguay, which under the 
previous legislation had no quota at all, and the shipment of 5,000 tons refined 
to Greece in early 1972. The sugar crop for 1972 is projected at 55,000 tons, 
about equal to the 1971 harvest. 


The cattle industry continued to benefit from soaring domestic and export 
prices, although a shortage of animals held the registered cattle slaughter in 
1971 to 620,000 head of which 400,000 head were for local consumption and 
240,000 for export. This year cattle slaughter is expected to decline to around 
950,000 head, ea determining factor being the shortage of steers. Export markets 
will undoubtedly be maintained or increased, and high domestic prices should 
restrict domestic consumption. The cattle population of the country which had 
previously been estimated at over 5 million head is now thought to be no more 
than 4 million, but favorable prices are enabling the ranchers to take advantage 
of World Bank and other loans to rebuild their herds. A more favorable price 


relationship between poultry and beef is stimulating broiler production, which 
in 1972 is expected to approach 1 million head. Poultry production was seriously 
crippled in 1971 by Newcastle disease and dropped to 200,000 head. 


New funds for the Government's agricultural and livestock program became 
available in late 1971 as a result of a loan extended by the Inter-American 
Development Bank in the amount of $15.3 million, including $570,000 in pesos 
provided by the Government of Argentina. The funds are to be administered by 

the National Development Bank and the Ministry of Agriculture for a wide variety 
of activities including extension work, education, production credit, marketing 
and technical assistance. Once underway, the integrated program, added to 
ongoing grain production and livestock improvement projects, are expected to 
raise significantly output and productivity on the farms and ranches which supply 
most of this country's exports and industrial raw materials. 


Exports and Imports Up; Little Change in Foreign Reserves 


Exports in 1971 reached $65.2 million. The increase of about 2 percent over 

the previous year was accounted for mainly by a continuing rise in export prices 
of meat and meat by-products, the value of which reached almost one third of 
total exports and offset declines in shipments of several other major categories. 
Imports went up at a rate of about 10 percent and totaled $70.3 million, leaving 
a merchandise trade deficit of $5.1 million as compared to the 1970 deficit of 
only $.4 million. 


Logs and sawn lumber continued as the second major export category, amounting to 
$10.5 million or about 16 percent of the total. In 1970 the lumber industry's 
contribution to exports had been $12.2 million. Its share is expected to decline 
even further in 1972 as a result of a falling off in demand from Argentina, 
Paraguay's major market for these products, and a total ban on log shipments 
recently imposed by the government. Cotton exports in 1970 were down from $h 
million to less than $1 million as a result of the poor crop. Tobacco was also 
down from $5.7 million in 1970 to $4.7 million in 1971. 


Thus it is apparent that had it not been for the strong international market 

for meat, Paraguay's exports in 1971 would have fallen below those of the previous 
year. The outlook for 1972 is brighter with meat and meat products again expected 
to be the major contributor. First quarter meat product shipments were up $2 
million over the first quarter of 1971 and may well show a total increase of $) 
million before the year is ended. Another $4 million increase over 1971 is 
expected from shipments of sugar, soybeans and cotton. However, there may be a 
further decline in wood exports as mentioned above and exports of tung oil are 
expected to drop by about $2 million. Total exports for 1972, therefore, may 

not exceed $70 million, which nevertheless is a decided improvement over last 
year's showing. 








The import outlook for 1972 is more difficult to predict, depending as it will 
on progress made in implementing various road construction, electric power and 
other public works projects. There should be an increase in the share of 
capital goods imports and some decline in registered consumer goods imports. 


Tourism, the second major contributor to foreign exchange receipts, increased 
slightly in 1971 but not at the pace of previous years. Some trade sources 
were of the opinion that tourist expenditures last year were actually down 
somewhat. 


The U.S., with $18 million in sales and 25 percent of registered imports, 
continued as Paraguay's major supplier. Other principal suppliers included 
Argentina with $10.1 million, Germany with $8.2 million, the UK with $7 million 
and Japan with $4 million. 


Balance of payments figures for 1971 are not yet available, but it appears 

that drawings on foreign loans were sufficient to cover the trade deficit and 
other deficits on current account. Central Bank reserves increased $3.5 million 
in 1971 of which $2 million represented the 1971 allotment of IMF special drawing 
rights. 


Money , Credit and Government Finance 


In 1971 the money supply increased 9.3 percent, a slowdown from the 17 percent 
expansion recorded in 1970. However, time deposits hich in Paraguay are good 
indicators of liquidity were up 20 percent in 1971, about the same rate of 

increase registered the previous year. The consumers price index rose 5 percent 
during the year and an unofficial wholesale price index showed an increase of 

13 percent. Bank credit to both the private and public sectors was up 10.5 
percent. The Government's National Development Bank was again forced to rely on 
advances from the Central Bank and experienced difficulties in collecting out- 
standing loans, particularly to agricultural producers. The Central Bank was 

also forced to come to the assistance of the central government whose tax receipts 
in 1971 were up only 1 percent as against an increase in expenditures of 7 percent, 
resulting in a current deficit of about $4 million. In 1969 and 1970 the central 
government current expenditures and receipts were in balance. Although inflationary 
pressures continued to be felt during first quarter of 1972, the central government 
was making an effort to hold down current expenditures. A number of taxes were 
increased, most of them bearing on the commercial and industrial sectors, in an 
effort to increase revenues. The implémentation of an income tax law approved 

by the National Congress in 1971 was postponed indefinitely. 


Despite continuing devaluations in the: neighboring countries the Guarani 
remained at par with the U.S. dollar. External factors, including increased 
costs of imports and the influence of world demand on domestic beef prices, 
probably exerted more pressure on international prices than the advances made 
by the Central Bank. 


The 1972 central government budget projects an overall increase in expenditures 
of 24 percent over those budgeted for 1971. Capital account expenditures are 
budgeted at double the rate of the previous year. If realized, this budget 
would leave a deficit of approximately $6 million, but it is doubtful that the 
investment projects included will be implemented as rapidly as projected. The 
deficit, therefore, should be reduced to more manageable proportions. 


In March of this year the Central Bank issued a directive giving the commercial 
banks until September to restructure their portfolios in such a way that 25 
percent will be allocated to industry, 20 percent to export financing and 10 
percent to agriculture, all loans for periods of eight to twelve months. Although 
this move has been welcomed by borrowers, commercial banking circles are concerned 
about the requirement for extension of credits to agricultural producers and at 
the reduction in profits implied by the need to tie up such a large percentage of 
their portfolios in loans at terms longer than they would customarily extend. 
Whether this attempt at directed credit will result in more availability for the 
producing sector or reduce availability and increase costs for needed commercial 
activities is a question still being discussed. 


Private and Public Investment Projects 


In 1971 Law No. 216, which had been approved by the Paraguayan Congress the previous 
year and which offers incentives for private investment, was implemented by the 
National Council of Industry and Investment. By the end of the year 42 applications 
for benefits extended under the law, principally duty exemptions on equipment and 
materials and reductions in business taxes, were approved. The total amount of - 
investment effected was about $2 million. Only 6 of the projects were new instal- 
lations. These included a ceramics plant, several saw mills, and a cigarette 
manufacturing plant. Expansion of existing facilities in small sugar mills, meat 
packing and other food processing establishments were also included. 


The major projects were in the public sector. In road construction a contract 

was signed with a Brazilian firm, involving $4.7 million in financing by AID, for 
repair of the national highway linking Asuncion with the Brazilian border at 

Puerto Presidente Stroessner. Progress was made on the $33 million Trans Chaco 
highway project as final approval was given to an Inter-American Development Bank 
(IDB) loan of $24.6 million. The call for prequalification of interested construc- 
tion firms was issued, and it is expected that tenders for the project will be 
announced late this year. A road maintenance and improvement program is already 
underway, financed primarily by a World Bank loan of $6 million. 


CORPOSANA, the government-owned water and sewage corporation, continued to expand 
the sewage system in Asuncion and plans shortly to begin construction of a rain 
drainage system for the city. The corporation is also engaged in some minor works 
in the interior. CORPOSANA is reportedly seeking additional financing from the 
IDB, from which institution it received an $8.3 million credit in 1969. 








The largest projects, which could eventually change the structure of the 
Paraguayan economy, lie in the field of hydroelectric power. During the year 
ANDE, the government-owned power company, completed a high tension line of 

140 kilometers from its plant at Acaray to the Argentine border and expects 

by the end of the year to be exporting power to both Argentina and Brazil in 
quantities that will add approximately $2 million to Paraguay's exports. ANDE 
also extended its services to 12 rural communities and will continue this 
program during the course of the next two years. In late 1971 ANDE received a 
loan from the IDB of $29 million, including contributions of $2 million pounds 
sterling from the UK, for use in doubling the capacity of its existing 90,000 
kilowatt facilities. By April the corporation had issued tenders for construction 
of a second dam, spillway, powerhouse and other related facilities. The company 
is also studying bids submitted in April for two gas turbines of 16,000 kilowatts 
each to increase the standby capacity at Asuncion. Two American firms, 1 British 
firm and 1 Argentine firm bid on this contract. A joint Argentine-Paraguayan 
commission signed a feasibility study contract with a US-German engineering 
consortium in late 1971 for a projected 2 million kilowatt hydroelectric generating 
facility on the lower Parané River. Cost estimates for this project run as high 
as $1 billion. Feasibility studies also were reaching the final stage for the 
gigantic Saltos del Guaira project, a joint Paraguayan-Brazilian venture, the 
eventual cost of which may run as high as $2 billion and provide 12.5 million 
kilowatt capacity. 


IMPLICATIONS FOR THE UNITED STATES 


Opportunities for increasing U.S. exports to Paraguay are improved. Although 
the U.S. share of Paraguayan imports over the past three years has been main- 
tained at a respectable 25 percent, the total volume is small, averaging only 

$18 million a year, of which one third has been accounted for by cigarettes 
which are largely transshipped and P.L.-480 financed wheat sales. U.S. exporters 
should be able to increase this amount substantially and within a short time by 
aggressively competing for international tenders in the public sector. 


The tight government fiscal situation has made it difficult for the Paraguayan 
government to come up with the counter-part funds necessary to implement 
development activities, but many projects are going forward. It is hoped that 
some action will be taken on suggested reforms in the tax structure, which 

would stimulate exports as well as internal savings, and as a consequence speed 
up the execution of other projects for which a considerable volume of international 
financing already exists. Both in the near and long term Paraguayan needs for 
road construction equipment and materials, electrical generating and transmission 
equipment, water and sewage plants, irrigation equipment, silos and agricultural 
machinery will continue to grow. The U.S. competitive position in these areas 
should be considerably improved by the recent realignment of world currencies. 


Opportunities are also good in the field of telecommunications, where generous 
credits and aggressive salesmanship by German and Japanese suppliers have 
hindered U.S. sales. Particularly close attention should be given to the 


electric power development program being carried out by ANDE, which is 
proceeding at a rapid pace and is not so dependent on counter-part transfers 
from the central government budget. Studies are underway in an effort to 
improve port and river transportation facilities, the inadequacies of which 
have added an additional burden to the export industry of this land-locked 
country. Investment programs resulting from these studies should offer 
interesting opportunities for U.S. suppliers of barge and port loading equip- 
ment. Although there are as yet no indications that Paraguay has economically 
exploitable oil deposits, a U.S. firm is continuing a substantial drilling 
operation in the Chaco area which if successful would open a market for 
manufacturers of petroleum producing and transport equipment. 


The investment climate in Paraguay is good and the government continues to 
encourage expressions of interest by foreign investors, particularly in sectors 
considered basic to the expansion of exports. Incentives under the new invest- 
ment law are being offered on an equal basis to both foreign and domestic 
investors. Priority industries for which capital is being sought include meat 
production and packing, food processing and canning industries, chemical plants 
producing products for agricultural use and marble and ceramic industries. 








Even if your company 


is already 


exporting, 


some of these facts may surprise you. 


7 surprising facts about exporting 


1: Small businesses are big in export. 3 out of 5 United States exporters have 


fewer than 100 employees. 


2: Exports keep 3 million Americans working. Every $15,000 of exports 


equals 1 job. 


3: Taxes can now be deferred on 50% of export profits. 
4: United States exports are a $43 billion-a-year business, and growing 11% 


each year. 


5: Export sales of durable goods increased 17% during 1970 while domestic 


sales of the same goods declined 3%. 


6: 96% of all American firms sell only in the United States. 
7: Booth space at a Commerce Department Trade Center can cost as 


little as $400. 


A major California wine producer has demonstrated 
that it's possible to market American wines in France. Sur- 
prised? Read on. 

You're probably aware of the effect of the new cur- 
rency realignments on selling overseas. Your goods are now 
priced more competitively in world markets. 

But are you aware that you need pay no tax on one- 
half of your export profits? Recent tax legislation permits 
companies en; in export trade to set up a Domestic 
International Sales easier (DISC) and thereby defer 
Taxes on 50% of their export income. 


Exports— growth market of the year. 

Export sales help smooth our domestic cycles. Last 
year exporters discovered that many of their off-shore 
markets were recession-proof. During 1970,domestic sales 
of durable goods shrank. But export sales of those same 
goods increased by 17%. Exports proved to be the growth 





market of the year. And they continue to grow at an average 
of 11% a year—about one-third faster than the growth of 
all U.S. industry. 
You don’t have to be big to be 
profitable in exporting. 

If your firm has less than 100 employees, you should 
know that the majority of other exporters are about your 
size. More than three out of five, as a matter of fact. A 
manufacturing firm in Minnesota, with only 26 employees, 
is a case in point. Five years ago, they weren't even in ex- 
port. Now it’s 25% of their business. And the extra volume 
helps them get longer production runs with lower unit 
costs. Often, the added volume is without added capital 
investment. 

A helping hand for U.S. exporters. 

Take advantage of all the services available to you 

from the U.S. Department of Commerce. The Department 





and its 42 Field Offices can help you pinpoint the likeliest 
markets, by providing you with the research, marketing 
data and trade statistics you need. They can also help you 
expand into new markets. Like the Mississippi pump 
manufacturer who was selling successfully in Europe. After 
Commerce specialists came up with a report on marketing 
in Japan, he developed even bigger sales there than in 
Europe. He’s not alone. Of the firms using Commerce 
services, 60% have increased export sales. 


Expanding your distribution. 

The Commerce Department has ready access to 
135,000 overseas distributors and manufacturers’ agents 
who want to represent American firms. You can choose a 
distributor from existing lists, or, for a nominal fee, the 
Department will find a special agent to handle your specific 
products. 

In addition, as 1,800 American businessmen have 
done in the past five years, you can join a Trade Mission 
and travel overseas with the Mission to make commercial 
contacts. If you prefer to go it alone, the Department will 
arrange on-the-spot help from any of the 468 commercial 
and economic officers attached to our 152 Embassies and 
Consulates. 

Showing your wares. 

Another example of the services available to you is 
our operation of nine permanent overseas Trade Centers 
in Europe, Asia, Australia and Latin America. At Trade 
Centers, American manufacturers show their goods to au- 
diences representing up to 80% of the purchasing power 
in these markets. Last year, Trade Centers produced $209,- 
000,000 in sales for U.S. firms. 

Or, you can participate in International Trade Fairs. 
The cost can be as low as $850 for space. The rewards can 
be high—$127,000,000 in immediate sales for these U.S. 
exhibitors last year. 

The Commerce Department provides booth design 
and construction at Trade Centers and Fairs, as well as 
advance promotion and personal calls on promising cus- 
tomers to ensure their attendance. 


Exports mean diversification for your company. 
96% of all American firms sell only in this country. 
Ridiculous! For most, the cost of constantly changing prod- 
uct lines, with all the attendant start-up and marketing 
expenses, is greater than learning to export existing 
products. Exporting adds years to many a product line. 
Take the case of a Texas manufacturer of car and truck air 


conditioners. The domestic market was levelling off as 
more cars and trucks were sold with air conditioning as 
original equipment. The Texas firm “diversified” by ex- 
porting its existing products to Japanese car manufacturers 
—with great success. 

About financing, insurance and taxes. 

The United States Government helps finance Ameri- 
ca's exports. The Export-Import Bank of the United 
States (Eximbank) offers direct loans for large projects and 
equipment sales which require long term financing. It also 
cooperates with commercial banks in providing credit to 
overseas buyers of U.S. exports. Exim provides guarantees 
to commercial banks who in turn finance export sales. And 
now, by creating a Domestic International Sales Corpora- 
tion (DISC), you can defer Federal income taxes on one- 
half of your export profits, so long as those profits are used 
to increase further exports. 

The time is now. 

If you're already exporting, it’s time you broadened 
your overseas markets. If you're not in exporting, it's time 
you got started. 

There’s no great mystery —and a lot less red tape than 
you think. The Department of Commerce will show you 
how to get started. Exports mean profits. Find out for your- 
self. Send the coupon below. 

Or, better yet, write directly to: 

Director, Bureau of International Commerce, U.S. Depart- 
ment of Commerce, Washington, D.C. 20230. 
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